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ENGROSSED SUBSTI TUTE SENATE BI LL 5901

Passed Legislature - 2009 Regul ar Sessi on
State of WAshi ngton 61st Legislature 2009 Regul ar Session

By Senate Econom c Developnment, Trade & Innovation (originally
sponsored by Senator Kastama)

READ FI RST TI ME 02/ 17/ 09.

AN ACT Rel ating to nodi fying provisions of the |l ocal infrastructure
financing tool program amending RCW 39.102. 020, 39. 102. 070,
39.102. 110, 39.102.120, 39.102.140, 39.102.150, 39.102.195, and
82.14.475; and providing an expiration date.

BE | T ENACTED BY THE LEGQ SLATURE OF THE STATE OF WASHI NGTON:

Sec. 1. RCW39.102.020 and 2008 ¢ 209 s 1 are each anended to read
as follows:

The definitions in this section apply throughout this chapter
unl ess the context clearly requires otherw se.

(1) "Annual state contribution Iimt" means seven mllion five
hundred thousand dol |l ars statew de per fiscal year.

(2) "Assessed value" neans the valuation of taxable real property
as placed on the | ast conpl eted assessnent roll.

(3) ((“Base—year"—neans—the —+rst—calendar—year—FoHowng—the
catendar —year — -/ — wit-eh — a — sponsoring — Local — governrent— —and — any
cosponsortng—local—governmrent ——recelves—approval—by—the—board—for—a
profect—award——provided—that—the—approval—+s—granted—before—Cctober
15+-b—H—approval—by—the—boardis—recetrved—on—or—alter—October—15th

p. 1 ESSB 5901. SL
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Vear — #e##eMkng the — calendar —year — - —whteh —a — spense%+ng Focal

£4)y)) "Board" neans the comunity economc revitalization board
under chapter 43.160 RCW

((65))) (4) "Denonstration project” neans one of the follow ng
proj ects:

(a) Bellinghamwaterfront redevel opnent project;

(b) Spokane river district project at Liberty Lake; and

(c) Vancouver riverwest project.

((€66))) (5) "Departnent" neans the departnment of revenue.

((H)) (6) "Fiscal year" nmeans the twelve-nonth period begi nning
July 1st and ending the foll ow ng June 30t h.

((68))) (7) "Local excise taxes" neans | ocal revenues derived from
the inposition of sales and use taxes authorized in RCW82. 14. 030 ((at
Hhe—tax —rate—thatl—was—+na—effect—at —the—tire—the revenve—devel oprent
area—was—approved—by—the—board——except —that —++—a—local—governnent
reguces—the—rate—of—such—tax—altter—the revenve—developrent—area—was
approved—by—the—bhoard—"teocal —exetse—tLaxes—neans—thelocal revenues
dertved—{ftrom-the—+mpostiion—ol—the—sales—andusetaxes—authortzed—in
ROW-82 14 -030—atthetower—taxiate)).

((69Y)) (8) "Local excise tax allocation revenue" neans ((the
anount—ol—tocal—excise—taxes—recetved-bythetocal—government—during
Hre — reasurenent — year — Hrom— taxable — acttvi-by — wHhn — Hhe — revenue
devel-ophent —area—over —and —above —the —anpunt —of —loeal —exetlse—taxes
recetved—by—the—toecal—governrent —during—the—base—year —Hom-—taxable

. i I I | ’ hat:

{a)y Hf a sponsoring local government adopts a revenue devel opment
area—and-—reasonably—determnes—that—no—activity—subject —to—tax—under
ehap%eps—82f98—and—seféz—RGM#eeea##ed—M#%h#ﬂ—%he—beﬁﬂdapkes—e#—%he

app#e¥ak—e#—%he—#eveﬂﬁe—de¥e+epﬁenP—a#e&—by—%he—bea#d———+eea#—e*e+se
tax allocation revenue" means the entire anount of |ocal excise taxes
recetved—by—the—sponsortng—local —goveranent —durtng—a—calendar—year
pert+od—begtaning —wth —the —ealendar —year —mrediatelby —FoH-owing —the
approval—ol—the—revenuedeveloprent—area—by—the-—board—and-continung
wHth—each—heasurenrent—year—thereatter—

ESSB 5901. SL p. 2
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yea#s—%@@@—&né—QGGJ—PhaP—de—ﬂe%—ﬁee%—%he—+eqa+%eﬁenks—Fﬂ—%a}—e#—%h+s
subseetton—and—++—tegistattonts—enactedinthis—stateduringthe 2007
Fegtstatbtve —sesston — Hhal — adopts — the — seuretbng — provistons — ol — the
streantned—sales—anduse—tax——agreerment—"Hocal—exetsetax—altoecatton
Feveﬂaeim—neaﬂsm—Phem—aneaﬂ%m—eim—Leea+~—e*e#sem—Pa*es~—#eee+¥ed~—bym—Phe

tey—H-—the—sponsoring—toecalb—governnent—sot—a—revenve—developrent
area related to a denonstration project reasonably determnes that no
Foecal—exetse—tax—distrbuttons—ywere —recetbved—between—Auvgust —1— 2008
and Decenber 31, 2008, from within the boundaries of the revenue
devel-ophent —area-—Hocal—exerse—tax—attocat-on—revenue —neans —the
etHe—arout —of—Fecal—exetrse—taxes—recetved-by—the—sponsoringtocal
governent —duri-ng —a—calendar —year —pertod —beginpbng —wH-h — 2009 —and
conrtnuhrg—wth—each—reasurerent—yrear—thereafter)) an anount of | ocal
excise taxes equal to sone or all of the sponsoring |ocal governnent's
| ocal excise tax increnent, anpunts of |ocal excise taxes equal to sone
or all of any participating |ocal governnent's excise tax increnent as
agreed upon in the witten agreenent under RCW 39.102.080(1), or both,
and dedicated to local infrastructure financing.

(9) "Local —excise_tax_increnent"” neans_an_anmount equal to_the
estimted annual increase in |local excise taxes in each cal endar year
following the approval of the revenue devel opnent area by the board
fromtaxable activity wwthin the revenue devel opnent area, as set forth
in _the application provided to the board under RCW 39.102.040, and
updated in accordance with RCW39. 102.140(1) (f).

(10) "Local governnment" nmeans any city, town, county, port
district, and any federally recogni zed Indian tri be.

(11) "Local infrastructure financing" neans the use of revenues
received fromlocal excise tax allocation revenues, |ocal property tax
all ocation revenues, other revenues from local public sources, and
revenues received fromthe | ocal option sales and use tax authorized in

p. 3 ESSB 5901. SL
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RCW 82. 14. 475, dedicated to pay either the principal and interest on
bonds authorized under RCW 39.102.150 or to pay public inprovenent
costs on a pay-as-you-go basis subject to RCW39. 102. 195, or both.

(12) "Local property tax allocation revenue" neans those tax
revenues derived fromthe receipt of regular property taxes |evied on
the property tax allocation revenue value and wused for |[ocal
infrastructure financing.

(13)(a) "Revenues fromlocal public sources" neans:

(1) Amounts of |ocal excise tax allocation revenues and | ocal
property tax allocation revenues, dedicated by sponsoring |ocal
governnents, participating |ocal governnments, and participating taxing
districts, for local infrastructure financing; and

(ii) Any other local revenues, except as provided in (b) of this
subsection, including revenues derived from federal and private
sour ces.

(b) Revenues from | ocal public sources do not include any |oca
funds derived fromstate grants, state | oans, or any other state noneys
including any local sales and use taxes credited against the state
sal es and use taxes inposed under chapter 82.08 or 82.12 RCW

(14) "Low-incone housing" neans residential housing for |owincone
persons or famlies who |lack the neans which is necessary to enable
them wthout financial assistance, to live in decent, safe, and
sanitary dwellings, wthout overcrowdi ng. For the purposes of this
subsection, "low incone" neans incone that does not exceed eighty
percent of the nmedian famly inconme for the standard netropolitan
statistical area in which the revenue devel opnent area is | ocated.

(15) (("Measurenent year" neans a cal endar- year, beginning with the
cal-endar — year —foH-owng —the —base —year —anrd —each —calendar —year

I : 4 . I ] L | .
a-|—|—eea-t—l—e-n—|’—e¥-eﬂ-bl-es—' :

££6))) "Ordinance" neans any appropriate nethod of taking
| egi sl ative action by a | ocal governnent.

((+H)) (16) "Participating local governnent” neans a |ocal
government having a revenue developnment area within its geographic
boundaries that has entered into a witten agreenent with a sponsoring
| ocal governnent as provided in RCW39.102.080 to allowthe use of al
or some of its local excise tax allocation revenues or other revenues
fromlocal public sources dedicated for |ocal infrastructure financing.

ESSB 5901. SL p. 4
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((+8y)) (17) "Participating taxing district" neans a |ocal
government having a revenue developnment area within its geographic
boundaries that has entered into a witten agreenent with a sponsoring
| ocal governnent as provided in RCW39. 102.080 to all ow the use of sone
or all of its local property tax allocation revenues or other revenues
fromlocal public sources dedicated for |ocal infrastructure financing.

((29yY)) (18)(a)(i) "Property tax allocation revenue val ue" neans
seventy-five percent of any increase in the assessed value of real
property in a revenue devel opnent area resulting from

(A) The pl acenent of new construction, inprovenents to property, or
both, on the assessnent roll, where the new construction and
i nprovenents are initiated after the revenue developnent area is
approved by the board;

(B) The <cost of new housing construction, conversion, and
rehabilitation inprovenents, when such <cost is treated as new
construction for purposes of chapter 84.55 RCW as provided in RCW
84. 14. 020, and the new housing construction, conver si on, and
rehabilitation inprovenents are initiated after the revenue devel opnent
area i s approved by the board,

(© The cost of rehabilitation of historic property, when such cost
is treated as new construction for purposes of chapter 84.55 RCW as
provided in RCW 84.26.070, and the rehabilitation is initiated after
t he revenue devel opnent area i s approved by the board.

(i1) Increases in the assessed value of real property in a revenue
devel opment area resulting from (a)(i)(A through (C of this
subsection are included in the property tax allocation revenue value in
the initial year. These sanme anmounts are also included in the property
tax allocation revenue value in subsequent years unless the property
beconmes exenpt fromproperty taxation

(b) "Property tax allocation revenue value" includes seventy-five
percent of any increase in the assessed value of new construction
consisting of an entire building in the years followng the initia
year, unless the buil ding beconmes exenpt from property taxation.

(c) Except as provided in (b) of this subsection, "property tax
al l ocation revenue val ue" does not include any increase in the assessed
val ue of real property after the initial year

(d) There is no property tax allocation revenue value if the

p. 5 ESSB 5901. SL
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assessed value of real property in a revenue devel opnent area has not
increased as a result of any of the reasons specified in (a)(i)(A
t hrough (C) of this subsection.

(e) For purposes of this subsection, "initial year" neans:
(i) For new construction and i nprovenents to property added to the
assessnment roll, the year during which the new construction and

i nprovenents are initially placed on the assessnent roll;

(i) For the cost of new housing construction, conversion, and
rehabilitation inprovenents, when such <cost is treated as new
construction for purposes of chapter 84.55 RCW the year when such cost
is treated as new construction for purposes of Ilevying taxes for
collection in the follow ng year; and

(ii1) For the cost of rehabilitation of historic property, when
such cost is treated as new construction for purposes of chapter 84.55
RCW the year when such cost is treated as new construction for
pur poses of |evying taxes for collection in the follow ng year.

((£26))) (19) "Taxing district" nmeans a governnent entity that
|l evies or has levied for it regular property taxes upon real property
| ocated within a proposed or approved revenue devel opnent area.

((2)) (20) "Public inprovenents" neans:

(a) Infrastructure i nprovenents within the revenue devel opnent area
t hat i ncl ude:

(1) Street, bridge, and road construction and maintenance,
i ncl udi ng hi ghway i nt erchange constructi on;

(i) Water and sewer system construction and inprovenents,
i ncl udi ng wastewat er reuse facilities;

(ti1) Sidewal ks, traffic controls, and streetlights;

(1v) Parking, termnal, and dock facilities;

(v) Park and ride facilities of a transit authority;

(vi) Park facilities and recreational areas, including trails; and

(vii) Stormwater and drai nage nanagenent systens;

(b) Expenditures for facilities and inprovenents that support
af f ordabl e housi ng as defined in RCW43. 63A. 510.

((22)) (21) "Public inprovenent costs" neans the cost of: (a)
Desi gn, pl anni ng, acquisition including l|and acquisition, site
preparation including land clearing, construction, reconstruction,
rehabilitation, inprovenent, and installation of public inprovenents;
(b) denolishing, relocating, maintaining, and operating property

ESSB 5901. SL p. 6
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pendi ng construction of public inprovenents; (c) the |local governnment's
portion of relocating utilities as a result of public inprovenents; (d)
financing public inprovenents, including interest during construction,
| egal and ot her professional services, taxes, insurance, principal and
interest costs on general indebtedness issued to finance public
i nprovenents, and any necessary reserves for general indebtedness; (e)
assessnments incurred in revaluing real property for the purpose of
determ ning the property tax allocation revenue base value that are in
excess of costs incurred by the assessor in accordance with the
reval uation plan under chapter 84.41 RCW and the costs of apportioning
the taxes and conplying with this chapter and other applicable law, (f)
adm ni strative expenses and feasibility studies reasonably necessary
and related to these costs; and (g) any of the above-described costs
that my have been incurred before adoption of the ordinance
aut hori zing the public inprovenents and the use of |ocal infrastructure
financing to fund the costs of the public inprovenents.

((23y)) (22) "Regul ar property taxes" neans requl ar property taxes
as defined in RCW 84. 04. 140, except: (a) Regular property taxes |evied
by public utility districts specifically for the purpose of making
requi red paynents of principal and interest on general indebtedness;
(b) regular property taxes levied by the state for the support of the
common school s under RCW 84.52.065; and (c) regular property taxes
aut hori zed by RCW 84.55.050 that are |limted to a specific purpose.
"Regul ar property taxes" do not include excess property tax | evies that
are exenpt from the aggregate limts for junior and senior taxing
districts as provided in RCW84. 52. 043.

((24))) (23) "Property tax allocation revenue base val ue" neans
the assessed value of real property located wthin a revenue
devel opnent area ((fer—taxes—tleviedin—theyear—ina—which—therevenue

ala a aV¥aVlasaV¥a -
/

one—hundred—percent—ot—any—tnerease—tn—the—assessed—valuve—ol—real
property—tocated —wthin—arevenve—developrent—area—thal —+s—placed-on
the assessnent rolls after the revenue developnent area is adopted,))
| ess the property tax allocation revenue val ue.

((£25))) (24) "Relocating a business” neans the closing of a
busi ness and the reopening of that business, or the opening of a new
busi ness that engages in the sane activities as the previous business,
in adifferent |location wthin a one-year period, when an individual or

p. 7 ESSB 5901. SL
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entity has an ownership interest in the business at the tinme of closure
and at the tine of opening or reopening. "Relocating a business" does
not include the closing and reopening of a business in a new |ocation
where the business has been acquired and is wunder entirely new
ownership at the new l|ocation, or the closing and reopening of a
business in a new |l ocation as a result of the exercise of the power of
em nent donai n.

((626))) (25) "Revenue devel opnment area" neans the geographic area
adopted by a sponsoring |local governnent and approved by the board,
from which l|ocal excise and property tax allocation revenues are
derived for local infrastructure financing.

((62A)) (26) "Small business" has the sanme neaning as provided in
RCW 19. 85. 020.

((628y)) (27) "Sponsoring |ocal governnment" nmeans a city, town, or
county, and for the purpose of this chapter a federally recognized
Indian tribe or any conbination thereof, that adopts a revenue
devel opnment area and applies to the board to use local infrastructure
fi nanci ng.

((29Y)) (28) "State contribution"” neans the | esser of:

(a) One mllion dollars;

(b) ((Fhe—state—exctse—tax—alHocation—revenve—and-—stale-—property
Fax —aboecation—revenuve —recetved —by—the—state—during—the—preceding
catendar—year—

£¢))) The total anount of |ocal excise tax allocation revenues,
| ocal property tax allocation revenues, and other revenues from| ocal
public sources, that are dedicated by a sponsoring |ocal governnent,
any participating |ocal gover nnent s, and participating taxing
districts, in the preceding cal endar year to the paynment of principal
and interest on bonds issued under RCW 39.102.150 or to pay public
I nprovenent costs on a pay-as-you-go basis subject to RCW 39.102. 195,
or both; or

((€))) (c) The anmount of project award granted by the board in the
notice of approval to use local infrastructure financing under RCW
39.102. 040.

((36y)) (29) "State excise taxes" neans revenues derived from
state retail sales and use taxes under ((ehapters—82-08and82-12)) RCW
82.08.020(1) and_82.12.020 at the rate provided in_RCW 82.08.020(1),
| ess the ampbunt of tax distributions fromall l|ocal retail sales and

ESSB 5901. SL p. 8
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use taxes, other than the |ocal sales and use taxes authorized by RCW
82.14.475 for the applicable revenue devel opnent area, inposed on the
sane taxable events that are credited against the state retail sales
and use taxes under chapters 82.08 and 82.12 RCW

((3H)) (30) "State excise tax allocation revenue" neans ((the))
an amount ((ef)) equal to the annual increase in state excise taxes
estimted to be received by the state ((durthrgthereasurerent—year))
in each calendar year follow ng the approval of the revenue devel opnent
area by the board, fromtaxable activity within the revenue devel opnent
area ((over—and-abovetheampunt—ol—state excrsetaxesrecerved-by—the
state—durtng—the—hbase—year—Hom-taxable—activi-by—wthin—Hhe—revenue
devel-ophent—area—except—thal—

ta—H—asponsoring—tocal—goverament—adopts—a revenve—developrent
area—and-—reasonably—determnes—that—no—activity—subject —to—tax—under
ehapters—82-08—and 8212 ROWM-seeurved—wthin—the—boundaries—ol—the

developrent—area—over—and —abeve —an—anmpunt-—of —state —exeise—taxes
recetved—bhy—the—state—durtng—the 2007 or 2003 base—year—as—the—case
ey —be——adjusted —by—the—departrent—for—any —estimated —Hpacts—from
retat—sales—and —use —tax—sourcing —ehanges—effeetive—n—2008—The
arpunt—of—base—year—adjiustrent—deternm-ned—bythe—departrent—is—Finals-
and

e)—H—the—spoensering—tocal—governrent—of—a—revenue—developrent
| I I : : N | : I
Foecal—exetse—tax—distrbuttons—were —recetbved—between—Auvgust 11— 2008

p. 9 ESSB 5901. SL
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and Decenber 31, 2008, from within the boundaries of the revenue
devel-ophent —area- —state—exetrse—tax—attocat-on—revenue —neans —the
epte—atunt—of —state—excrse—taxes—recetved—by—the—state—during—a
calendar —year —pertod—begtnmng —wHh — 2009 — and —continuing —wi-th—each
reasurerent—year—thereafter)) as set forth in the application provided
to the board under RCW39.102. 040 and periodically updated and reported
as required in RCW 39. 102.140(1) (f).

((32)) (31) "State property tax allocation revenue" neans
((these)) an anpbunt equal to the estinmated tax revenues derived from
the inposition of property taxes levied by the state for the support of
common schools under RCW 84.52.065 on the property tax allocation
revenue value, as set forth in the application subnmtted to the board
under RCW 39.102.040 and updated annually in the report required under
RCW 39. 102. 140( 1) (f).

((633)y)) (32) "Real property" has the sane neaning as in RCW
84.04.090 and al so includes any privately owned i nprovenents | ocated on
publicly owned | and that are subject to property taxation.

Sec. 2. RCW39.102.070 and 2006 c 181 s 205 are each anended to
read as foll ows:

The use of local infrastructure financing under this chapter is
subject to the foll ow ng conditions:

(1) No funds may be used to finance, design, acquire, construct,
equi p, operate, maintain, renodel, repair, or reequip public facilities
funded wth taxes coll ected under RCW82. 14. 048 or 82.14. 390;

(2)(a) Except as provided in (b) of this subsection no funds nmay be
used for public inprovenments other than projects identified wthin the
capital facilities, utilities, housing, or transportation elenent of a
conpr ehensi ve plan required under chapter 36. 70A RCW

(b) Funds may be used for public inprovenents that are historica
preservation activities as defined in RCW39. 89. 020;

(3) The public inprovenents proposed to be financed in whole or in
part using local infrastructure financing are expected to encourage
private devel opnent within the revenue devel opnent area and to i ncrease
the fair market value of real property within the revenue devel opnent
ar ea;

(4) A sponsoring | ocal governnent, participating |ocal governnent,
or participating taxing district has entered or expects to enter into

ESSB 5901. SL p. 10
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a contract with a private developer relating to the devel opnent of
private inprovenents wthin the revenue developnent area or has
received a letter of intent from a private developer relating to the
devel oper's plans for the devel opnent of private inprovenents wthin
t he revenue devel opnent area;

(5) Private developnent that is anticipated to occur within the
revenue devel opnent area, as a result of the public inprovenents, wll
be consistent with the countyw de pl anning policy adopted by the county
under RCW 36. 70A. 210 and the | ocal governnent's conprehensive plan and
devel opnent regqgul ati ons adopt ed under chapter 36. 70A RCW

(6) The governing body of the sponsoring | ocal governnent, and any
cosponsoring Jlocal governnent, nust make a finding that |ocal
infrastructure financing:

(a) I's not expected to be used for the purpose of relocating a
busi ness from outside the revenue devel opnent area, but within this
state, into the revenue devel opnent area; and

(b) WIIl inprove the viability of existing business entities within
t he revenue devel opnent area;

(7) The governing body of the sponsoring | ocal governnent, and any
cosponsoring |local government, finds that the public inprovenents
proposed to be financed in whole or in part using local infrastructure
financing are reasonably likely to:

(a) Increase private residential and conmmercial investnment within
t he revenue devel opnent area;

(b) Increase enploynent within the revenue devel opnent area;

(c) Inprove the viability of any existing communities that are
based on m xed-use devel opnent within the revenue devel opnent area; and

(d) Generate, over the period of tine that the | ocal option sales
and use tax will be inposed under RCW 82.14.475, state excise tax
al l ocation revenues and state property tax allocation revenues derived
fromthe revenue devel opnent area that are equal to or greater than the
respective state contributions nade under this chapter;

(8 The sponsoring | ocal gover nnment may only use |ocal
infrastructure financing in areas deened in need of economc
devel opnment or redevel opnent w thin boundaries of the sponsoring |ocal
gover nnent .
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Sec. 3. RCW39.102.110 and 2007 ¢ 229 s 6 are each anended to read
as follows:

(1) A sponsoring | ocal governnent or participating |ocal governnent
that has received approval by the board to use |ocal infrastructure
financing may use annually its | ocal excise tax allocation revenues to
finance public inprovenents in the revenue devel opnent area financed in
whol e or in part by local infrastructure financing. The use of I ocal
excise tax allocation revenues dedicated by participating |ocal
governnents nust cease on the date specified in the witten agreenent
required in RCW 39.102.080(1), or if no date is specified then the date
when the local tax under RCW 82.14.475 expires. Any participating
| ocal governnment is authorized to dedicate | ocal excise tax allocation
revenues to the sponsoring |ocal governnment as authorized in RCW
39.102.080(1).

(2) A sponsoring |ocal governnent shall provide the board accurate
information describing the geographical boundaries of the revenue
devel opnent area at the tinme of application. The information shall be
provided in an electronic format or manner as prescribed by the
depart nent. The sponsoring local governnent shall ensure that the
boundary information provided to the board and departnment is kept
current.

(3) In the event a city annexes a county area |ocated within a
county-sponsored revenue devel opnent area, the city shall remt to the
county the portion of the |ocal excise tax allocation revenue that the
county would have received had the area not been annexed to the
((eeunty)) city. The city shall remit such revenues until such tinme as
t he bonds issued under RCW39. 102. 150 are retired.

Sec. 4. RCW39.102.120 and 2007 ¢ 229 s 7 are each anended to read
as follows:

(1) Commencing in the second cal endar year follow ng board approval
of a revenue devel opnent area, the county treasurer shall distribute
receipts from regular taxes inposed on real property located in the
revenue devel opnent area as foll ows:

(a) Each participating taxing district and the sponsoring |oca
governnment shall receive that portion of its regular property taxes
produced by the rate of tax levied by or for the taxing district on the
property tax allocation revenue base value for that | ocal

ESSB 5901. SL p. 12
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infrastructure financing project in the taxing district((;—er—dupon—the
| Ll : | . I . ' et whicl
ts—snalter)); and

(b) The sponsoring |ocal governnent shall receive an additiona
portion of the regular property taxes levied by it and by or for each
participating taxing district upon the property tax allocation revenue
value within the revenue devel opnent area. However, if there is no
property tax allocation revenue val ue, the sponsoring | ocal governnent
shall not receive any additional regular property taxes under this
subsection (1)(b). The sponsoring |ocal governnent my agree to
receive less than the full anmount of the additional portion of regular
property taxes under this subsection (1)(b) as long as bond debt
service, reserve, and other bond covenant requirenents are satisfied,
in which case the bal ance of these tax receipts shall be allocated to
the participating taxing districts that | evied regular property taxes,
or have reqgqular property taxes levied for them in the revenue
devel opnent area for collection that year in proportion to their
regular tax levy rates for collection that year. The sponsoring | ocal
governnment nmay request that the treasurer transfer this additional
portion of the property taxes to its designated agent. The portion of
the tax receipts distributed to the sponsoring |ocal government or its
agent under this subsection (1)(b) may only be expended to finance
public inprovenent costs associated with the public inprovenents
financed in whole or in part by local infrastructure financing.

(2) The county assessor shall ((aHecate—any—inerease—rnr—the
assessed—valuve ol —real—property—occurrng—n—the —revenve—devel oprent
area—toe)) determne the property tax allocation revenue value and
property tax allocation revenue base val ue ((as—approprtate)). This
section does not authorize revaluations of real property by the
assessor for property taxation that are not nade i n accordance with the
assessor's revaluation plan under chapter 84.41 RCW or under other
aut hori zed reval uati on procedures.

(3) The ((apporttonrent—ol—tnereases—in—assessed—valuation—n—a
revenve—develeprent—area,—andthe—assoectated)) distribution of |oca
property tax allocation revenue to the sponsoring | ocal government ((ef
recetpts—tromregular—propertytaxes—that—areimposed—on—the—property
tax—aH-oecation—revenue—value,)) nust cease when local property tax
al l ocation revenues are no longer obligated to pay the costs of the
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public inprovenents. Any excess |ocal property tax allocation revenues
( ( derved—f+rom—regular—property—taxes)) and earnings on ((these—tax
alHeeat+oen)) such revenues((+)) remaining at the tinme the ((aHeeation
of—tax—+ecetpts)) distribution of Iocal property tax allocation revenue
termnates((+)) nmust be returned to the <county treasurer and
distributed to the participating taxing districts that inposed regular
property taxes, or had regular property taxes inposed for it, in the
revenue devel opnent area for collection that year, in proportion to the
rates of their regular property tax levies for collection that year.

(4) The allocation to the revenue developnent area of that
portion((s)) of the sponsoring | ocal governnment's _ and _ each
participating taxing district's regular property taxes |evied by or for
each taxing district upon the property tax allocation revenue val ue
within that revenue devel opnent area is declared to be a public purpose
of and benefit to the sponsoring |ocal governnent and each ((sueh))
participating taxing district.

(5 The ((aHteeat+on)) distribution of |ocal property tax
al l ocation revenues pursuant to this section shall not affect or be
deenmed to affect the rate of taxes levied by or within any sponsoring
| ocal governnent and participating taxing district or the consistency
of any such levies with the uniformty requirenent of Article VI,
section 1 of the state Constitution.

(6) This section does not apply to those revenue devel opnent areas
that include any part of an increnent area created under chapter 39.89
RCW

Sec. 5. RCW 39.102.140 and 2007 ¢ 229 s 9 are each anended to read
as follows:

(1) A sponsoring local governnent shall provide a report to the
board and the departnent by March 1st of each year. The report shal
contain the follow ng i nformati on:

(a) The amount of |ocal excise tax allocation revenues, | ocal
property tax allocation revenues, other revenues from |ocal public
sources, and taxes under RCW82. 14. 475 recei ved by the sponsoring | ocal
governnent during the preceding cal endar year that were dedicated to
pay the public inprovenents financed in whole or in part with |oca
infrastructure financing, and a summary of how these revenues were
expended;
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(b) The names of any businesses locating within the revenue
devel opnment area as a result of the public inprovenents undertaken by
t he sponsoring | ocal governnent and financed in whole or in part with
| ocal infrastructure financing;

(c) The total nunber of permanent jobs created in the revenue
devel opnment area as a result of the public inprovenents undertaken by
t he sponsoring | ocal governnent and financed in whole or in part with
| ocal infrastructure financing;

(d) The average wages and benefits received by all enployees of
busi nesses | ocating within the revenue devel opnent area as a result of
the public inprovenents undertaken by the sponsoring | ocal governnent
and financed in whole or in part with local infrastructure financing;
((and))

(e) That the sponsoring |ocal governnment is in conpliance with RCW
39.102. 070;__and

(f) Beginning with the reports due March 1, 2010, the follow ng
nust al so be i ncl uded:

(i) Alist of public inprovenents financed on a pay-as-you-go basis
in_previous_ calendar years_ and_ by indebtedness issued_under this
chapter;

(ii) The date when any indebtedness issued under this chapter is
expected to be retired;

(iii) At least once every three years, updated estinmates of state
excise tax allocation revenues, state property tax allocation revenues,
and |l ocal excise tax increnents, as determ ned by the sponsoring | ocal
governnent, that are estimted to have been received by the state, any
participating |ocal governnent, sponsoring_ local governnent, and
cosponsoring local governnent, since the approval of the project award
under RCW39. 102. 040 by the board; and

(iv) Any other information required by the departnent or the board
to enable the departnent or the board to fulfill its duties under this
chapter and RCW82. 14. 475.

(2) The board shall make a report available to the public and the
| egi sl ature by June 1st of each year. The report shall include a |list
of public inprovenents undertaken by sponsoring |ocal governnents and
financed in whole or in part with local infrastructure financing and it
shall also include a summary of the information provided to the
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departnment by sponsoring | ocal governnents under subsection (1) of this
section.

(3) The departnent, upon request, nust assist a_sponsoring |oca
governnent in_estimating the anount of state excise tax_ allocation
revenues and_ local excise tax_increnents required in_subsection
(D (f)(@ii) of this section.

Sec. 6. RCW39.102.150 and 2007 ¢ 229 s 10 are each anended to
read as foll ows:

(1) A sponsoring |ocal governnent that has designated a revenue
devel opnment area and been authorized the use of local infrastructure
financing may incur general indebtedness, ((anrd—itssue)) including
i Ssui ng general obligation bonds, to finance the public inprovenents
and retire the indebtedness in whole or in part fromlocal excise tax
all ocation revenues, |ocal property tax allocation revenues, and sal es
and use taxes inposed under the authority of RCW 82.14.475 that it
receives, subject to the follow ng requirenents:

(a) (i) The ordi nance adopted by the sponsoring | ocal governnent and
authorizing the use of local infrastructure financing indicates an
intent to incur this indebtedness and the maxi num anmount of this
i ndebt edness that is contenpl ated; and

((&)y)) (i) The sponsoring local government includes this
statenent of the intent in all notices required by RCW 39. 102. 100; _or

(b) The_ sponsoring_ |ocal governnent adopts_a_resolution, after
opportunity for public coment, that indicates an intent to incur this
i ndebt edness _and the maxi nrum amount of this indebtedness that is
cont enpl at ed.

(2)(a) Except as provided in (b) of this subsection, the genera
i ndebt edness incurred under subsection (1) of this section may be
payabl e fromother tax revenues, the full faith and credit of the |ocal
governnment, and nontax incone, revenues, fees, and rents from the
public inprovenents, as well as contributions, grants, and nontax noney
available to the local governnent for paynent of costs of the public
i nprovenents or associ ated debt service on the general indebtedness.

(b) A sponsoring local governnent that issues bonds under this
section shall not pledge any noney received from the state of
Washi ngton for the paynent of such bonds, other than the |ocal sales
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and use taxes inposed under the authority of RCW 82.14.475 and
col |l ected by the departnent.

(3) In addition to the requirenents in subsection (1) of this
section, a sponsoring | ocal governnment designating a revenue
devel opnent area and authorizing the use of local infrastructure
financing may require the nonpublic participant to provide adequate
security to protect the public investnent in the public inprovenent
within the revenue devel opnent area.

(4) Bonds issued wunder this section shall be authorized by
ordi nance of the governing body of the sponsoring |Iocal governnent and
may be issued in one or nore series and shall bear such date or dates,
be payabl e upon demand or mature at such tinme or tinmes, bear interest
at such rate or rates, be in such denom nation or denom nations, be in
such form either coupon or registered as provided in RCW 39. 46. 030,
carry such conversion or registration privileges, have such rank or
priority, be executed in such manner, be payable in such nedium of
paynment, at such place or places, and be subject to such terns of
redenption with or without prem um be secured in such manner, and have
such other characteristics, as may be provided by such ordi nance or
trust indenture or nortgage issued pursuant thereto.

(5) The sponsoring | ocal governnent may annually pay into a fund to
be established for the benefit of bonds issued under this section a
fixed proportion or a fixed amobunt of any | ocal excise tax allocation
revenues and |ocal property tax allocation revenues derived from
property or business activity within the revenue devel opnent area
containing the public i nprovenents funded by the bonds, such paynent to
continue until all bonds payable fromthe fund are paid in full. The
| ocal governnment may also annually pay into the fund established in
this section a fixed proportion or a fixed anount of any revenues
derived from taxes inposed under RCW 82.14.475, such paynent to
continue until all bonds payable from the fund are paid in full.
Revenues derived fromtaxes i nposed under RCW 82. 14. 475 are subject to
the use restriction in RCW39.102. 130.

(6) In case any of the public officials of the sponsoring |oca
gover nnent whose si gnatures appear on any bonds or any coupons issued
under this chapter shall cease to be such officials before the delivery
of such bonds, such signatures shall, nevertheless, be valid and
sufficient for all purposes, the sane as if such officials had remai ned
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in office until such delivery. Any provision of any law to the
contrary notw t hstandi ng, any bonds issued under this chapter are fully
negoti abl e.

(7) Notwi thstanding subsections (4) through (6) of this section
bonds issued under this section may be issued and sold in accordance
wi th chapter 39.46 RCW

Sec. 7. RCW39.102.195 and 2007 ¢ 229 s 14 are each anmended to
read as foll ows:

To the extent that anpunts received as local excise tax allocation
revenues, local property tax allocation revenues, other revenues from
| ocal public sources, that are dedicated to local infrastructure
financing, and revenues received fromthe |ocal option sales and use
tax authorized in RCW82.14.475, are set aside in a debt service_ fund
that is pledged to the repaynent of bonds, those anbunts so set aside
and pl edged nmay not be used to pay for public inprovenent costs on a
pay-as-you-go basis after the date that the sponsoring | ocal governnent
that i1issued the bonds as provided in RCW 39.102.150 is required to
begi n payi ng debt service on those bonds, unless and until those bonds
to which the anmbunts have been so pl edged have been retired

Sec. 8. RCW82.14.475 and 2007 ¢ 229 s 8 are each anended to read
as follows:

(1) A sponsoring local governnent, and any cosponsoring | ocal
governnent, that has been approved by the board to wuse |ocal
infrastructure financing may inpose a sales and use tax in accordance
with the ternms of this chapter and subject to the criteria set forth in
this section. Except as provided in this section, the tax is in
addition to other taxes authorized by |aw and shall be collected from
t hose persons who are taxable by the state under chapters 82.08 and
82.12 RCW upon the occurrence of any taxable event within the taxing
jurisdiction of the sponsoring |ocal governnment or cosponsoring |ocal
governnent. ((Fhe+ate—of tax—shallnot—exceed the rate provided—in
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year as needed.  Notice of rate changes must be provided to the
I he fi I : I | g . I oY
next fiscal-year.))

(2) The tax authorized under subsection (1) of this section shal
be credited against the state taxes inposed under ((€ehapter—82-08—o6+
8212)) RCW 82.08.020(1) and 82.12.020 at the rate provided in_ RCW
82. 08. 020(1). The departnment shall perform the collection of such
taxes on behalf of the sponsoring |ocal governnent or cosponsoring
| ocal governnent at no cost to the sponsoring |ocal governnent or
cosponsoring | ocal governnent and shall remt the taxes as provided in
RCW 82. 14. 060.

(3) The_ aqaregate rate of tax inposed by the sponsoring_ | ocal
governnment, and any cosponsoring |ocal governnent, nust not exceed the
| esser of:

(a) The rate provided in RCW82.08.020(1) less:

(1) The aggregate_ rates of all _ other |ocal sales_and_ use_taxes
i nposed by any taxing authority on the sane taxable events;

(ii) The aggregate rates of all taxes under RCW82.14.465 and this
section that are authorized to be inposed on the sane taxable events
but have_ not yet been_inposed by a_ sponsoring |ocal governnent or
cosponsoring |l ocal governnent that has been approved by the depart nent
or _the community economic_revitalization board to receive a_ state
contribution under chapters 39.100 or 39.102 RCW and

(iii) The percentage anount of distributions required under RCW
82.08.020(5) nmultiplied by the rate of state taxes inposed under RCW
82.08.020(1); and

(b) The rate, as determ ned by the sponsoring | ocal governnent, and
any cosponsoring local governnent, in consultation with the departnent,
reasonably necessary to receive the state contribution over ten nonths.

(4) Sponsoring local governnents that have been_ approved before
October 1, 2008, by the community econom c revitalization board for a
state contribution nust select the rate of tax under this section no
later than Septenber 1, 2009.

(5) The_departnent, upon request, nust assist a_sponsoring |oca
gover nnment and cosponsoring local governnent in establishing their tax
rate in accordance with subsection (3) of this section. Once the rate
of tax is selected, it may not be increased.

(6)(a) No tax may be inposed under the authority of this section:
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(1) Before July 1, 2008;

(1i) Before July 1st of the second cal endar year follow ng the year
approval by the board under RCW39. 102. 040 was nade; and

(ii1) ((Before the sponsoring local government has received | ocal

. L . . | ] . |
or—both—durtng—the preceding—calendar—year)) Before the state excise

tax allocation revenues and state property tax allocation revenues for
the preceding cal endar year equal or exceed the anpunt of project award
approved by the board under RCW39.102. 040.

(b) The tax inposed under this section shall expire when ((the
boends)) all indebtedness issued under the authority of RCW 39.102. 150
((are)) is retired and all other contractual obligations relating to
the financing of public_inprovenents under chapter 39.102 RCW are
satisfied, but not nore than twenty-five years after the tax is first
i nposed.

((4)Y)) (7) An ordinance adopted by the |legislative authority of a
sponsoring | ocal governnent or cosponsoring |ocal government inposing
a tax under this section shall provide that:

(a) The tax shall first be inposed on the first day of a fisca
year;

(b) The cumul ative anmount of tax received by the sponsoring | ocal
governnent, and any cosponsoring |ocal government, in any fiscal year
shal | not exceed the anmount of the state contribution;

(c) The tax shall cease to be distributed for the renmai nder of any
fiscal year in which either:

(i) The anmount of tax received by the sponsoring | ocal governnent,
and any cosponsoring | ocal governnent, equals the anmount of the state
contri bution;

(1i) The anmpbunt of revenue fromtaxes inposed under this section by
all sponsoring and cosponsoring |ocal governnents equals the annua
state contributionlimt; or

(1i1) The amobunt of tax received by the sponsoring | ocal governnent
equals the anmount of project award granted in the approval notice
described in RCW39. 102. 040;

(d) Neither the | ocal excise tax allocation revenues nor the | ocal
property tax allocation revenues may constitute nore than eighty
per cent of t he t ot al | ocal f unds as descri bed in RCW
39.102. 020( ( £299(€))) 28) (b) . This requirenent applies beginning
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January 1st of the fifth cal endar year after the cal endar year in which
the sponsoring |ocal governnent begins allocating |ocal excise tax
al I ocation revenues under RCW 39.102. 110;

(e) The tax shall be distributed again, should it cease to be
distributed for any of the reasons provided in (c) of this subsection,
at the beginning of the next fiscal year, subject to the restrictions
in this section; and

(f) Any revenue generated by the tax in excess of the anounts
specified in (c) of this subsection shall belong to the state of
Washi ngt on.

((65))) (8) If a county and city cosponsor a revenue devel opnent

area, the ((eeﬁb+ﬂed—#a%es—e#—%he—e+%y—and—eeHHPy—P&*—sha##—neP—e*eeed

are—ered-ted —agatnst—the —state—sales—and —use—Laxes— +ﬂ$esed under
chapters—82-08and8212ROAN—TFhe)) conbi ned anobunt of distributions
received by both the city and county nay not exceed the state
contri bution.

((66))) (9) The departnment shall determne the amount of tax
receipts distributed to each sponsoring |ocal governnment, and any
cosponsoring local governnent, inposing sales and use tax under this
section and shall advise a sponsoring or cosponsoring |ocal governnent
when tax distributions for the fiscal year equal the anmpbunt of state
contribution for that fiscal year as provided in subsection ((£8)}))
(11) of this section. Determ nations by the departnment of the anmount
of tax distributions attributable to each sponsoring or cosponsoring
| ocal governnent are final and shall not be used to challenge the
validity of any tax inposed under this section. The departnent shall
remt any tax receipts in excess of the anounts specified in subsection
((64)Y)) () (c) of this section to the state treasurer who shall deposit
t he noney in the general fund.

((6H)) (10) If a sponsoring or cosponsoring |ocal governnent fails
to conmply with RCW 39.102.140, no tax may be distributed in the
subsequent fiscal year until such tine as the sponsoring or
cosponsoring | ocal governnment conplies and the departnent cal cul ates
the state contribution amount for such fiscal year

((8))) (11) Each year, the anobunt of taxes approved by the
departnment for distribution to a sponsoring or cosponsoring |ocal
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government in the next fiscal year shall be equal to the state
contribution and shall be no nore than the total Ilocal funds as
described in RCW 39. 102. 020( (299¢€))) (28)(b). The departnent shal
consider information from reports described in RCW 39.102.140 when
determ ni ng the anmobunt of state contributions for each fiscal year. A
sponsoring or cosponsoring |ocal governnment shall not receive, in any
fiscal year, nore revenues from taxes inposed under the authority of
this section than the anount approved annually by the departnent. The
departnent shall not approve the receipt of nore distributions of sales
and use tax under this section to a sponsoring or cosponsoring |oca
governnment than is authorized under subsection ((£4))) (7) of this
section.

((69Y)) (12) The anobunt of tax distributions received from taxes
i nposed under the authority of this section by all sponsoring and
cosponsoring local governnments is |imted annually to not nore than
seven mllion five hundred thousand doll ars.

((28)y)) (13) The definitions in RCW 39.102.020 apply to this
section unless the context clearly requires otherw se.

((xH)) (14) If a sponsoring local governnent is a federally
recogni zed Indian tribe, the distribution of the sales and use tax
aut hori zed under this section shall be authorized through an interl ocal
agreenent pursuant to chapter 39.34 RCW

((22)) (15) Subject to RCW39.102.195, the tax inposed under the
authority of this section may be applied either to provide for the
paynment of debt service on bonds issued under RCW 39.102. 150 by the
sponsoring |ocal governnment or to pay public inprovenent costs on a
pay-as-you-go basis, or both.

((x3y)) (16) The tax inposed under the authority of this section
shall cease to be inposed if the sponsoring |ocal governnent or
cosponsoring |local governnment fails to issue ((bends)) indebtedness
under the authority of RCW 39.102.150, and_fails_ to_ conmence
construction on public inprovenents, by June 30th of the fifth fiscal
year in which the local tax authorized under this section is inposed.

(17) For purposes of this section, the follow ng definitions apply:

(a) "Local sales and use taxes" neans sales and use taxes inposed
by cities, counties, public facilities districts, and_other_ |ocal
governnents under the_ authority of this chapter, chapter 67.28 or
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67.40 RCW or any other chapter, and that are credited against the

state sal es and use taxes.

(b) "State sales and use taxes" neans the tax inposed in RCW
82.08.020(1) and the tax inposed in RCW 82.12.020 at the rate provided
in RCWS82.08.020(1).

NEW SECTION. Sec. 9. This act expires June 30, 2039.

Passed by the Senate March 4, 20009.

Passed by the House April 14, 20009.

Approved by the Governor April 28, 2009.

Filed in Ofice of Secretary of State April 29, 20009.
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